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WHAT IS BEHAVIORAL SCIENCE?

B e h a v i o r a l S c i e n c e is everywhere these days! In addition to several popular
books, there have been Nobel Prizes, TED talks, government Nudge units, podcasts,
and more. This issue provides an overview of what Behavioral Science is, discusses the
central foundational theory of dual systems, and shares examples of relevant
cognitive biases.

Most models of decision making presume humans make rational decisions that focus
on objectively maximizing value. However, our daily lives are full of examples of
seemingly irrational choices and actions. Behavioral Science infuses psychology into
established models in other fields, most notably economics, to explain how people
make decisions in context, and when and how people make systematic errors.
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It would be slow and inefficient for
our brain to dedicate energy to all
the actions, reactions, decisions, and
functions of humans. So, our body
developed two modes of thinking –
System 1, which is fast, automatic,
and requires little effort, and
System 2, which is slow, evaluative,
and requires conscious effort.

SYSTEM 1 AND SYSTEM 2: 
Two modes of decision-making

SLOW, 
EFFORTFUL, 
EVALUATIVE, 
“COLD SELF”

SYSTEM 2
HEAD BRAIN

FAST, 
AUTOMATIC,
VISCERAL,
“HOT SELF”

SYSTEM 1
GUT BRAIN

People are often busy or multi-
tasking when faced with decisions.
Since System 1 is fast and intuitive,
it usually generates a response first.

Even though System 2 can override
that response, most often we go
with our System 1 response. System
2 comes into play when the stakes
are higher, or when System 1
doesn’t have an automatic
response.

A bat and ball cost $1.10 in total.
The bat costs $1 more than the ball. 
How much does the ball cost? 

WHY IS SYSTEM 1 THE DOMINANT ROUTE OF DECISION MAKING? 

Does System 1 see $1 and quickly 
tell you the answer is 10 cents? 

If System 2 engages, it will tell you 
the correct answer is 5 cents.
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Behavioral Science helps us understand when and why our behaviors deviate from
rationality. We call these deviations Cognitive Biases; they are systematic errors in our
reasoning, evaluation, decision, and information retrieval. Some arise in System 1 and
others in System 2, and they show up in some everyday examples such as:

CHOICE PARADOX1

COGNITIVE BIASES

Too many options may be overwhelming and lead to decision fatigue, 
resulting in inertia or status quo bias (sticking with the existing option).

While the table with more variety drew a bigger crowd, only 3% of samplers made a
purchase, versus 30% for the 6-variety table.

TWO SETUPS WERE EVALUATED …

You may think more options are always better, and most consumers would agree in
principle. But a jam sampling study showed the opposite.

One  with 6 jam varieties and one  with 24

3
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MENTAL ACCOUNTING2

EXAMPLE: THE LOST THEATRE TICKET
Money is money, right? In reality, we apply labels to
our money, which affect how we feel about it and
how we use it. Imagine entering a movie theatre, and
the ticket costs $10. A famous experiment showed
that when told they lost the ticket, most people did
not repurchase it ($20 for a movie is too much). But
when told they lost a $10 bill, most people still paid
the $10 to enter the theatre.

DEFAULT3

EXAMPLE: ORGAN DONATION RATES
Most people think that in a choice setting, they
evaluate options equally and make the best
decision. But studies have proven that the
option seen as the default has an advantage.

For example, countries whose organ donation
programs have an opt-in policy see significantly
less donations versus countries with an opt-out
policy, which makes donating the default.

We separate our funds into various ‘accounts’ based on source or 
intended use, and rules guide how we feel about and use each account.

The default choice is the path of least resistance. Though we claim to be 
objective in our choices, the action required makes a difference.
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ANCHORING4

SOCIAL NORMS

EXAMPLE: SOUP SALES
How do we know how much to buy, or what is a fair
price? Anchoring describes our tendency to be primed
by other information when making decisions.

In an experiment, consumers were shown a promotion
on soup; half the group saw the sign “Limit 12” and half
did not. Shoppers with the limit purchased 7 cans on
average, 2x more than the group with no limit.

EXAMPLE: HOTEL TOWELS
We all like to think we are independent decision makers,
but in reality, social norms have a significant impact on
our behavior.

Researchers were able to increase intent to re-use hotel
towels by 26% simply by indicating that most other
guests did so (compared to standard environmental
messaging). (Cialdine, Griskevicius, Goldstein)

NO LIMIT
3.5 cans per customer

LIMIT 12 per customer
7 cans per customer

55

Our choices are influenced by hints and signals – more than we think.

When choice is difficult, we are more likely to follow a group. The more similar 
we perceive the group to ourselves, the more likely we will be influenced.
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REFERENCE PRICE6

EXAMPLE: PURE LEAF TEA
Context matters to our perception of a stimulus, and price is no different. When
presented on its own, purchase interest in our premium tea brand, Pure Leaf, is 42%.
When we place a more premium offering next to it, it provides a reference price, and
the Pure Leaf purchase interest jumps to 52%.

41% 52%

NEXT UP: 
In Issue 2 we will cover choice, and the role beliefs, goals, and 
heuristics play in making choices in context. 

Providing a reference price can impact value perceptions and purchase 
intent of the available option.

$1.25
18.5 oz bottle

$1.99
14 oz bottle

$1.25
18.5 oz bottle


